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Hk 
with the price-times-earnings theory 
in the LO20's. absorbed consider- 
market 
amplification of a more restricted survey 
Pith EXcHance last Decem- 
her. The editors were surprised at the 
find that a lively 
had 


only to be 


material on this page. dealing 


which. 


able securities attention. Is) an 


contained in 
reader in- 


vear-end to 


terest in’ the subject laid dormant 


over the vears. revived by 


disc Usstotl. 


The table goes back through the last 
53 vears. and in order to make the figures 
current. the final column's calculations 


April. 
these beine applied to the average ol 
1910 to LOL inclusive. Per- 


haps this column imparts more interest 


are based upon prices of early 


to the tabulation than do the others. in- 
asmuch as it offers a contrast of current 


price-earnings ratios as distinet from 
the others which employ the average of 
high and low prices for the 5 vears. 


A elance that the 


run of price-earnings ratios based on the 


will show eeneral 


“recent” price are higher than those 


average of earnings 


Ov 


based on the 5-vean 
and the 
materially higher. 

Po further the study. the 
Dow. Jones \ 0. 


railroad averages for the 5S vears 


average prices. but not 


hich 


industrial 


and 
low and 


stock 


ure presented: 


Industrials 


High Low High Low 
1910 152.80 T1184 32.07 22.14 
onl 133.59 106.31 10.88 22 
1942 119.71 92,92 9.28 «23.31 
1943 115.82 119.26 98.30 27.59 
19d] 152.03 KE Buys oO 3.45 

Spread since Jan. 1. 194 

LOANS 163.83 151.35 9.62 47.05 


The stocks of the table selected 
so as lo provide a cross-section ol issues 


listed on the New York Stock Exchange. 


were 


limited to old-established payers of con- 
Dividends 


vearly on 


secutive annual dividends. 


been distributed 
stock for al vears. The list) in- 


cludes both high-priced stocks and low 


have each 


90 


least aw 


priced stocks. some ol which are prom- 


inent in daily trading and others rated 
as relatively” inactive. A’ number are 
ranked) amone “standard” issues and 


others are often designated as “special- 
lies. 
It will be the past 


poe riod when considerable stress Was laid 


recalled that. in 


Price—Earnings Ratios of 25 Listed Common Stocks 
Based on the 1940-1944 Average Earnings 


5 Year 

Average 

Earnings 

STOCK (Per Share) 

American Tel. & Tel. Co. $9.24 
Commonwealth Edison Co. 1.94 
Consol. Edison Co. of N.Y. 1.88 
Publie Service Corp. ef No J. 1.57 
Southern Cal. Edison Co. 1.85 
Washington Gas Light Co. 2.21 
Norfolk & Western Ry. Co. 18.06 
Pennsylvania R. R. Co. 9.00 
Reading Co. ».19 
Union Pacifie Railroad Co 15.91 
American News Co. 3.98 
Borden Co. 2.01 
surroughs Adding Machine Co. 0.78 
Cannon Mills Co Bead 
City lee & Fuel Co. L.61 
Coca-Cola Co. 6.10 
Colgate-Palmolive-Peet Co. 2.76 
Lehigh Coal & Nav. Co. 1.12 
Procter & Gamble Co 3.58 
Ravbestos-Manhattan. Ine. 2.77 
Ruberoid Co. 2.51 
Standard Oil Co. (Indiana) 3.09 
UL. Ss. Playing Card Co 2.85 
Westinghouse Air Brake Co. 1.62 
White ¢s.s.) Dental Miz. Co. 1.91 

Note: Price tor tull vears is average of the 


Le Pe eae ae hem ONY. 


on times-earnings ratios, a price of 10 


times annual earnings was considered 
reasonable. meaning that price was then 
reckoned as reasonably low. Should that 
former criterion be applied today (and 
market apply it at 
times) it could be argued that the tabled 


ratios of 1O44. and those marked “recent” 


commentators do 


include a number which appear to be 
high. For example. American Telephone 
X Telegraph. Adding Ma- 
chine. Coca-cola and Westinghouse Air 
Brake. In the 1920s, such spreads be- 
10 and 17 


to 21-plus would have suggested to con- 


Burroughs 


tween the theoretical base of 


servative observers of price action that 
prices were high, 


Some Low Ratios 


At the same time. such relatively low 
ratios as those in the 1944 and the “re- 
cent” columns of Pennsylvania Railroad, 
Reading and Lehigh Coal & Navigation 
would have been thought low. In all of the 
years it is to be seen that the sampled 
status in 
10-times- 


stands 


railroad ratios maintain a low 
the conventional 
Norfolk & Western 
higher than the others: yet this ratio is 
well the 


reference to 
earnings. 
industrials. 


below in general, 


(Continued on page 4) 





—Price—Earnings Ratios 


1940 1941 1942 1943 1944 Recent 
YR: 15.4 2.8 15.4 17.5 17.5 
15.2 12.9 10.6 12.4 13.9 s.3 
14.4 94 7.3 10.5 5 13.8 
23.0 13.1 7.6 9.3 10.1 11.5 
14.5 12.0 9.7 12.5 13.4 15.7 
11.0 8.5 7.3 8.7 10.7 11.8 
10.8 10.6 90 95 10.8 11.9 
3.7 3.8 1.0 1.9 5.3 6.2 
2.6 2.8 2.6 3.6 3.6 5.1 
Fe 15 17 Ee 6.6 7.4 
5.f 6.2 6.0 7.8 94 10.8 
10.3 10.0 10.3 13.1 15.8 17.7 
12.7 9.8 10.3 15.9 17.6 18.3 . 
93 9.6 8.9 11.1 12.5 13.5 4 
7.2 5.8 6.1 8.1 12.4 13.4 ie 
18.9 15.1 22 173 21 oe Of 
3.5 1.9 5.3 7.5 10.3 11.9 
2.1 3.6 3.9 tel 94 114 
17.4 15.6 13.2 14.9 15.6 15.8 
6.9 6.4 6.8 9,2 11.2 13.0 
6.7 tel ao 9.7 12.0 13.7 
8.1 9.7 7.9 11.0 10.6 11.5 
11.6 10.5 9.8 12.6 15.6 17.2 
13.4 12.1 10.3 12.5 15.8 17.9 
5.0 6.9 7.2 9.2 10.5 11.9 


igh and low prices for those years. 
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STEPS TOWARD RE-APRRATSAL OF 
COMMON STOCKS, TOTANTICIPATE 
POST-WAR BUSINESS="CHANGES 





By L. O. HOOPER 


VERSIMPLIFIED., stock quotations 

like prices for anything else are de- 
termined by the law of supply and de- 
mand—the supply of funds versus the 
supply of shares. Actually, however. the 
supply of funds is effective only to the 
extent that those who hold title to money 
are willing to part with it, and experience 
shows that idle money in the hands of 
investors is exceedingly temperamental. 
\lternately. and without warning. idle 
money is active and passive. The mere 
existence of a surplus of funds does not 
necessarily mean that these funds will 
he exchanged for stocks. real estate. or 
anything else. 

The two forces most powerful in de- 
termining the rate of the flow of money 
into securities are fear and confidence. 
In a rapidly changing economy one must 
expect the psychology of money to be 
erratic, 

Our first observation. therefore. is that 
the presence of a huge oversupply of 





liquid funds. recognized by everyone. is 
net a continuing and consistent) bullish 
influence. Rather. it is an indeterminable 
factor. the effect of which can be better 
timed by a skillful psychologist than by 


an economist. Ever since 1932. there 


1945 





has heen some kind ol oa 


“surplus of 


funds” and by this time. every market 
analyst ought to know that the owners 
of idle money are extremely tempera- 
mental. 

The supply of shares in recent’ years 
has been traceable to secondary sales 
rather than to new issues. Estates have 
had to liquidate to pay inheritance and 
other taxes. Early in the war there was 
much liquidation of British-owned securi- 
ties for the purpose of obtaining dollar 
balances with which to buy munitions. 
Figures published by the’ Securities and 
Exchange Commission indicate that the 
supply of new stock issues has been a 
mere trickle. Indeed. it) has not been 
large enough to offset disinvestment 
caused by retirements of preferred stocks 
and corporation bonds. 


Outlook for New Supply 


The outlook fora large supply ol new 
stock issues after the war is hardly ood. 
In the first place. it is too easy to. sell 
bonds at low coupon rates. Secondly. 
most industrial and railroad corporations 
are in strong financial position and are 
not in need of substantial new equity 


financine, Finally. it is) difficult) in) our 





may pass out of focus tomorrow. 





The Picture and Its Frame 


iny completely frank discussion of stock market probabilities should 
begin with humble admission of the limitations of financial forecasting. The 
market's gyrations, and the fluctuations in individual issues, are determined 
by the impact of a constantly changing melange of interacting and conflicting 
influences so complicated and all-inclusive that no one mind can be conscious 
of all of them, or resolve their full significance. 

Those who buy and sell stocks are influenced by fears and hopes originat- 
ing in every sphere of political, social. economic, financial, business and 
personal experience. The background of the market. therefore. is an ever- 
changing panorama, so all inclusive that the whole picture is too huge to be 
focused in a single vision. The part which is emphasized today. and rightly, 


The purpose of this article is to outline a little of the probable market 
environment during the reconversion and post-war periods. not to attempt a 
forecast how the price structure should respond to it. 














present economy to oroanize new enter 
prises. Probably the most | promising 
sources of new issues are. (a) sale to the 
public of now privately-owned enterprise, 
necessitated by inheritanee tax considera 
tions. thd ¢ pully finaneine abroad as out 
foreign trade develops and our foremen 
mnvestments consequently inerease. and 
fe} new public utility shares passed on 
to the public as a result of the liquida 
tion of holding companies. 

Phere should be more new issues dur- 
ine and after the transition period than 
there has been durine the war. but th 
supply probably will continue more lim 
ited than during the 1920s, 

Phose of us who have daily contact 
with investors know that the supply of 
shares available for purchase would be 
increased materially if investors were not 
inhibited from selling by knowledee that 
profit-taking involves incurring a tan 
liability, This is especially true for an 
investor who has held a stock less than 
six months. which is the present minimum 
holding period necessary to establish a 
lone term profit. taxable at a favorable 
differential. 

tpt Exhibit 

Po cite an example. an investor in the 
70 per cent tax bracket recently purchased 
1.000 shares of Baltimore & Ohio com- 
mon stock at LO. Within a few weeks the 
stock was selling at 17! 1. GIVING him a 
profit of about 87.000 before taxes. The 
investor wanted to sell because the capi 
tal had eained as much in six weeks as 
he had expected of it in a vear. He ree- 
oevnized, however. that he would have to 
pay about TO per cent of his profits in 
taxes. reducing his net realization on the 
transaction to about 82.100. He did not 
~ell because he realized that he would 
make just as much money after taxes i 
he sold the stock at 13 and paid a 25 per 
cent capital eains tax after he had held 
the stock for six months. 

Recent proposals to increase the hold- 
ing period to establish long term capital 
rains would tend further to decrease the 
supply of shares. while any liberalization 
of capital gains taxes would encourage 
more profit) taking and increase the 
amount of stock available for intendine 
purchasers, What Vr. 
Federal Reserve System. really has pro- 
posed, in the form of a high tax on 
realized capital gains. is a freezing of in- 
vestment holdings in) common stocks 
which inevitably would be highly infla 
tronary so far as prices are concerned, 
Phis is being explained to legislators in 


Washineton, Thev seem to be impressed. 


Kecles. of the 


Phe way to defeat inflationary tenden- 
cles in stocks. as well as in eoods and 
commodities. is to increase the supply 
available for purchase. In the long run 
this will be done in such things a- 
automobiles and radios. Why should the 
Government adopt any tax policy which 
would tend to reduce the supply of shares 
and assume that such a policy would have 
a deflationary effect) on prices? 

So much for the dry fundamentals. The 
attitude of the investor is more interest- 
ine because it has a human touch. It has 
heen traditional to assume that stock 
prices depend on the volume of business 
and the trend in profits. Most stock mar- 
ket thinking never gets far from this 
conception, It is important. therefore. to 
analyze probable nearby trends. Here we 
encounter the thines people are talking 
about. 

Phe Federal Reserve Board Index ol 
Production. which never has exceeded 
123 in any peacetime vear, has advanced 
during the war period to a peak of 247. 
in a rise which is nothing short of as- 
tronomical. Our gross national product. 


stimulated by S86.3) billion of war ex 


penditures. reached 3198.7 billion — in 
IOLL against S88.0 billion in 1939. War 
expenditures recently have been account- 
ing for between 13 per cent and 45 pet 
cent of national product. National income 
paid out in LOFE was $100.7 billion, com- 
pared with 878.5 billion in 1929, Recent 
fieures are distorted to some extent by 
higher prices. but the wartime level of 
industrial production. eross national 
product. national income paid out. and 
employment. are at levels which certainly 
cannot be maintained when Government 
expenditures drop) back to a peacetime 
level of perhaps $25 billion. or about 


one-quarter of the present level, 


Transition Interval 


Obviously. the present level of indus- 
trial activity. employment. and income 
cunnot be maintained during the. transi- 
tion and early post-war periods. There 
must be a deflation in employment and 
Incomes, Deferred demands are enor- 
mous. but cannot compensate entirely for 
the void created by taking S70 billion to 
S79 billion a vear of Government spend- 
ine out of the lifeblood of the economy. 

We are heading into a deflation of 
volumes. The compensating influences are 
that we will be producing for consump- 
tion rather than for destruction, and that 
profit. margins on war production have 
heen closely controlled by renegotiation. 
ceilings and taxation. Furthermore. dur- 


ine the war period. the profits from the 


production of munitions have heen re- 
earded as non-recurrent and there ore 
have not been accorded as high market 
appraisals as normally would prevail, 
Marketwise. the fundamental questions 
boil down to these: (ad will industry 
tmmake more money on a smaller volume 
because of higher profit) margins and 
lower taxes. (b) how much higher ap- 
praisal should) be put on peacetime 
profits than on wartime earnings? and 
ic) to what extent will the quest for 
“conventional” yields drive bond = and 
preferred stock investors into common 
shares 7 

For all that business during the transi- 
tion and post-war periods inevitably will 
be in smaller volume than. recently. it 
still may be in much larger volume than 
in prosperous periods like 1926-1929 and 
1930-1937. Certainly. 1940 and 1947, 
assuming both wars are over this vear. 
ought to be much better business vears 
than anything we have heretofore’ ex- 


perienced in’ peacetime, 
What Investors Do 


But we are talking in the abstract. 
Investors do not make commitments in 
business in general or in the stock market 
averages. They buy individual stocks. To 
a greater extent than ever before in the 
history of markets. they have discrimi- 
nated in late vears between values in 
individual issues, One copper stock goes 
up. another goes down, One railroad in- 
creases its dividend. and another cuts its 
rate of distribution to stockholders. Some 
automobile Companies expand their share 
of the markets. while others fall back in 
trade position. One soap company earns 
more. another less. The market is no 
longer a one-way street. Its selective 
habits are here to stay. 

The big thing the investor wants to 
know in the transition and post-war peri- 
ods. therefore, is not “what the market 
is going to do. but what may be ex- 
pected from individual stocks. 

During the war period it is not alto- 
eether inaccurate to sav that efficiency has 
heen penalized and that inefliciency ha- 
been subsidized. The marginal com- 
panies have had a field day. The govern- 
ment has needed their production and. 
because of the war emergency. has been 
less interested in price than in production. 
If it has needed the production, it has 
not hesitated to pay the high cost pro- 
ducer more than the normal price for the 
product. Furthermore. it has often given 
the marginal producer) machinery and 
“know how” which in peacetime are not 


(Continued on page 0) 
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Survey of Department Store Prospects, 
Post-War, In Light of Goods Supply 
and 1944 Demand 


ESPITE increasingly serious mer- 
|) chandise shortages and many op- 
erating difficulties. the department store 
industry enjoved) an unprecedentedly 
prosperous year in) L9tb-—one which 
surpassed the expectations of more than 
a few optimists. The results are now a 
matter of record. cast in clearer perspec- 
tive because. thanks in part to an early 
Faster. the sales parade continued with 
a 15 per cent gain through March this 
vear. 

Statistics and the merchandising hori 
zon warrant a survey of the department 
store situation. 

In order to introduce it. it) may be 
noted that the distributing industry’s war- 
time prosperity is partly artificial. in that 
profit: margins and consumer purchasing 
power are well above an anticipated 
“normal.” On the favorable side. the busi- 
ness should enter the post-war period in 
an improved financial condition. via a re- 
duction of senior corporate securities and 
increased net working capital. A conven- 
tional product of these elements in’ any 
business is a comfortable operating situa- 
tion. other factors beine equal, 

Some of the items causing good cheer 
unong department store executives as 
they look ahead can easily be discerned. 
They mav be reviewed before considering 
problematicals. For one thine. a substan- 


tial deferred demand for consumer dur- 


By Sidney B. Lurie 
able goods such as radios. electrical 
appliances. ete.. has been. and still is. 
accumulating. Secondly. the returning 
service man. financed by demobilization 
pay and savings. should provide an im- 
portant outlet for such “soft: goods” as 
clothing. Thirdly. the anticipated residen- 
tial building boom and the obsolescence 
which has not been satisfied by war-time 
purchases point toward a substantial de- 
mand for home furnishines. Fourthly. not 
only has a large amount of individual 
savings been built) up reckoned — at 
$116.600.000,000 in the last J) vears 
but outstanding consumer credit) (loans. 
charge accounts. installment) purchases} 


has declined sharply since Pearl Harbor. 


Consumer Buying Power 

Supporting these demand determinants. 
whose effectiveness is of course directly 
related to the level of consumer buvine 
power, are the indications that industrial 
production may prove to be above the 
pre-war level when a full-fledged peace- 
lime economy returns, With this possi 
bility in mind. it is pertinent to note that 
in normal times slightly more that 5 pet 
cent of the “disposable Income of in- 
dividuals.” meaning salaries and waves 
less taxes. finds its way into department 


store purchases: and department store 





sales, in turn. account for close to 9 per 
cent of all retail sales. 

Having no better guide than precedent 
to lean Upon, it may be argued that. 
despite the likelihood that competition 
for the consumers dollar will undoubt- 
edly increase internally via chain stores 
and externally through purchases of 
homes and motor cars. pre-war relation 
ships should be approximated in the vears 
ahead. Consequently. if disposable in 
around 
S1T1TOL000.000,0000 in the early post-wat 


come should prove to he. sav. 


vears (a low fleure among many extant 
estimates! department store sales should 
be in the vicinity. of S35.500.000.000. 01 
not more than 10) per cent under las! 
vear s peak levels, 

But what of the profit outlook. pivoted 
on-such an estimate. bearing in mind that 
present expense ratios are abnormal 
low 2... low because the pressing demand 
for merchandise has lessened the need 
for the mark-downs and special ~tore = :les 
which ordinarily burden costs? And to 
carry the query further. alone a caution 
ary line, the profit’ prospect) should) Le 
shaded by other considerations. such as 

War-time shortages have permitted a 
reduction in service costs entailed = in 


deliveries and “returns: ” 


oa smaller 


ve ale 


Sales have heen handled 


sales force than would normally 


Continued 








Five-year Spread of 
Price-Earnings 
Ratios 


despite a price in excess of LOO) for 
long time past. The explanation lies in 
part in the fact that earnings have been 
consistently large per-share. while mar- 
ket conditions during the 5 vears were 
sometimes unfavorable to price advances. 
Union Pacifies low ratio straight 
along over the period appears Lo he 
ascribable also to market conditions. 
Average vearly earnines of nearly S16 
a share would mean a price of 100 for 
the 10-times-earnings relationship to pre- 
vail. but the stock has not sold that high 
since 1931. The railroad exhibit) gives 
eround for close individual study by 
investors who have plans to make for the 
reconversion and post-war vears. The 
price-earnings ratios of most railroad 
stocks have been low for the 5 years in 
question and have not advanced mate- 
rially during the last 2 vears of laree 


earnings, 
Size of Dividends 


An obvious explanation may be found 
in the relatively small dividends in dol- 
lars which the rank and. file of rail 
stocks have been paving since 1930... 
when they paid any. Some of the large 
systems distributed from S1.25 to S2 a 
share last vear: their heavy cash receipts 
went largely toward debt retirement and 
as much maintenance as restricted labor 
and materials’ supply permitted, These 
conditions find a place in statistical re- 
search and have a bearing upon. price- 
earnings ratios, not so much as applied 
to past and current performance as to 
the problematical future. 

Turning from the tabled rails to. in- 
dustrials and public utility issues. a de- 
cidedly mixed situation is at once ap- 
parent. Railroad securities have enjoved 
far less attention for 15 vears than the 
industrials and utility operating com- 
pany stocks on the part of either inves- 
tors or traders. But curiosity immediatels 
arises respecting individual industrials 
when price-earnings ratios are examined 
in detail. All of those in the table have 
advanced considerably since 1942. a vean 
marked by an exceptional dip of the 
Dow. Jones & Co. average. Still. pointed 
inquiry and interpretation are required 
to see why certain ratios have risen fat 
above 10. why others have gone alone 
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MARKET BASKET OF SECURITIES 


21. Per Cent Bonds. due June 15, 1972-67: 21, Per Cent Bonds, due June 
15. 1962-59: 114 Per Cent Bonds. due December 15, 1950: 7. Per Cent 


Certificates of Indebtedness, due June 1, 1946. Series E. F and G Savings 


Bonds: Series C Savings Notes 


To be subscribed by individuals: $7,000,000,000, including 
$4,000,000,000 of Series E Bonds. 


SET YOUR QUOTA EARLY AND ADD TO IT— FOR VICTORY ! 
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Cash Dividends 
Stocks Listed 
of dividend payments on 


SURVEY 
fA common stocks listed on the New 


York Stock Exchange in the first 1945 
quarter shows that, once again. many 
apprehensions of two years ago have 
heen refuted by actual events. 

\fter the Revenue Act of 1942 was en- 
acted. the heavy burden of increased 
iaxes was viewed dubiously as respecting 
corporate profits after taxes and reserves. 
lt seemed to the gloomy that. irrespective 
of swelling war business, a great many 
dividends would have to come down. 

These are some of the high-lights of 
actuality when results of the first three 
months of this year are set in contrast 
with the figures of the same 1944 quarter: 
dividends this year were distributed to 
holders of 554 listed stocks. against 501 
in 1944: this vear 125 issues brought in- 
vestors in them higher dividends than in 
the 1944 quarter. whereas only 93. stocks 
paid more in the initial quarter of 1941 
than in the corresponding period of 
1943: the number paying decreased divi- 
dends this year was 32 compared with 
33 in 1944; payments were eliminated or 
deferred on six issues this year. compared 


Gain 6 Per Cent In Quarter on 
on New York Stock Exchange 


with 25 1OV4 


The composite payments for the first 
quarter this vear- $482.230.000 


in the opening quarter, 


OL.4 were 
six per cent larger than in the same 1943 
stretch, and 11.8 per cent greater than in 
the first quarter of 1943. Only three of 
the 25 listed groups presented in the ac- 
companying table recorded decreased to- 
tal payments for the quarter. compared 
1944. 


An exceptionally large increase exhibited 


with recessions by nine groups in 
in case of the amusement group calls for 
In the 85.080.000. distribu- 
included 


explanation. 
tion) was a dividend paid by 
Paramount Pictures on March 30. just in- 
side the limits of the quarter: last vear. 
before a change of the date for future 
distributions at that season was made. the 
dividend was disbursed on April 1. bring- 


ing it into the second quarter. 
Turn-about Record 
\ reversed situation prevailed in case 
of the shipbuilding and operating group. 
Iron Works divi- 
paid on April 2. 
changed from the March 31 date of last 


inasmuch as the Bath 
dend was this veat 


vear. 


\ marked leveling-off process occurred 
during LOT! into 1945 in case of auto- 
motive dividends. The rise this vear for 
the first quartet of only one-tenth of one 
per cent compared with an increase in 
lOAL over 


34.2 per cent. The building construction 


1913 for the same interval of 
croup of companies effected a_ signifi- 
cant about-face this vear. an increase of 
11.6 per cent comparing with a decline 
of 14.3 per cent in the first lOFE quarter. 
The showing was improved, to a degree. 
by the including of two more companies 
than last vear among the dividend-pavers. 
at the same time that three concerns in- 
creased their distributions. 

The shade more than one-half of one 
per cent gain this vear over the first quar- 
ter of 1OLL by the steel and iron group 
revealed a more substantial long-range 
rise than the small percentage indicated. 
In the initial LOL quarter. a decline of 
5.2 per cent from 1943) occurred. The 
showing was aided by the fact that onls 
one company paid less this year than last. 
whereas in 1OFE steel and iron dividends 
were lower than in 1943 in ease of seven 


(Continued on page 10 








No. of 

Issues 

Listed 

Industry (3-31-45) 
(musement se ey Gah GON et ee 16 
i a a a a ae 61 
Building tt ae Aa lah eee ae 24 
Business & Office Equipment .. 10 
mOmeeee 5 lw ck ORS 68 
Electrical Equipment . . . .. 19 
Pieaeeian 5 se sf le Um 27 
Food . . . . . . . . . . . bs | 
Reeds o) a ots & &lte-% 6 
DR Be ae a kd ce 12 
Machinery & Metal. . ... . 83 
OS a eee ree ee 36 
Paper & Publishing . 28 
UMM oS ol ar oh cae se! 16 38 
Railroad ae ee ee ee 76 
Retail Merchandising . 2... 66 
Rubber eon aes wih Sao ees ate 7 
Shipbuilding & Operating . . . 10 
Steet. Iron &@ Care. .. 4s... 37 
Textile ee a P 26 
ee ee ee ee 19 
All Public’ Utilities «. «. « . « 51 
U.S. Co’s Operating Abroad . . 24 
Foreign ( ompanies ° . }1 
Other ‘Companies. . ....+ 3 
Tela) wn we & ols) OS 


DIVIDEND PAYMENTS OF COMMON STOCKS LISTED ON THE NEW YORK STOCK EXCHANGE 


— First Three Months of 1945 — 


Number Paying Number Number Number 
Cash Dividends Paying Paying Paying 
in First 3 Months Increased Same Reduced 


1944 1945 Dividends Dividends Dividends 
9 10 4 8 () 
a) 39 10 27 } 
14 16 } 12 | 
8 10 2 7 I 
35 > 5 19 2 
14 15 ) 12 0 
15 15 | 7 2 
36 37 10 un) 2 
3 | | } 0 
8 8 0 6 0) 
57 65 1? 18 18) 
15 18 ) 1] } 
18 20 7 13 0 
20 19 6 13 | 
x0) 5) a) 0 2 
5 53 lo 7) 2? 
6 6 2 | 0 
7 7 0 6 l 
2] 2] pe 19 | 
1] 17 8 ? 0) 
15 16 13 2 
30 32 > 27 0 
8 8 2 7 | 
10 1] | ) 2 
1] 16 9 7 1 
4 4 125 103 2 


*Payments were reduced on 26 issues and eliminated or deferred on 6 issues 





Estimated 
Aggregate Amount of 


Dividend Payments Per 
Ist 3 months ist 3 months Cent 
1944 1945 Change | 
S 2.739.000 S 5.080.000 85.5% 
17.857.000 17.90-4.000 9.1 
}.037.000 3.388.000 11.6 
1.422.000 1.191.000 §.2 
51.169.000 93.428.000 3.8 | 
15.293.000 15.707.000 Pe | 
1 4.501.000 1 4.370.000 0.9 
24.917.000 27.789.000 LL. 
171.000 621.000 31.8 
2.856.000 2.856.000 — 
15.529.000 16.725.000 Gal 
17.270.000 17.415.000 0.8 
2 731.000 ¥.329.000) 21.9 
55.9 16.000 38.802.000 7.9 
13.372.000 15.980.000 6.0 
26.013.000 27.005.000 3.4 
3.676.000 1.032.000 9.7 
2? 303.000 1.884.000 18.2 | 
2.992.000 21.108.000 0.6 
2.813.000 1.132.009 415.3 
12.990.000 13.02 1.000 0.3 
74.008.000 76.852.000 3.8 
6.152.000 7.333.000 i ee | 
18.101.000 22.172.000 22.5 
5.197.000 7.103.000 36.7 
= 155.015.000 S 182.230.0000 6.0% 











Re-A ppraising 
Common Stocks 
For the Post-War 


Continued from page 


particularly valuable to his work. 

Consequently. the stock market has 
witnessed a unique situation. Practically 
every corporation has made money. 
Nearly all have been able to obtain profit 
able war orders, The eflicient’: company. 
however. has not been able to increase 
its earnings as much, percentagewise. as 
the ineflicient one. Both the excess profits 
tax mechanism and the renegotiation 
procedure have been implemented Lo 
place ceilings on profits. 

In a sense, the economy has been 
“frozen. Buyers have competed for 
eoods, whereas normally. sellers com- 
pete for markets. The functional influence 
of price in’ stimulating or discouraging 
production has been absent. The strone 
could make more money but the eovern- 
ment would take it away from them. 

All this is goine to end. Prices onee 
more will become funetional in the 
economy. Sellers will have to compete 
for markets. The tax economy. unques- 
tionably. will be changed. What will be 
the influence of all this on the relative 


allractiveness of individual stocks 7 
{ltered Picture 


| visualize a great reshuffline of values 
in which some equities will become worth 
more and other less, 

It should not) be assumed. however. 
that every Corporation is going back inte 
its 1955-1041 status. Some formerly 
weak companies will emerge from the 
war period as strong enterprises and 
others will go back to their former mar- 
einal status. 
market hesitated 
lately. in) myo mind. was that intelli- 


Phe reason the 


event investors were unable to arrive at 
a conviction regarding the new. selec 
tivity. in stocks. Thev have recognized. 
for instance. that the automobile industry 
has an exceptionally prosperous period 
ahead of it. But they haven't been able 
to decide which companies would be 
outstanding. They have recoenized that 
there is a huge deferred demand for radio 
sets. but they don’t know who is eoine 
to make the best radios or merchandise 
them most successfully. They know that 
there will be a big demand for some types 
of special machinery. but they are vague 
about what companies will be the impor 


tant beneficiaries of this demand. 


Certainly the aircraft) industry has 
heen stimulated more than any other by 
World War TL. and aircraft shares appear 
to be historically cheap. But what com- 
panies are going to fare best in’ the 
final renegotiation of war contracts and 
in the final settlement of excess profits 
tex liabilities? Also. what aireraft) com- 
panies will fare the best under the 90 
per cent to 95) per cent deflation in 
volume which the end of the war will 
brine ? 

It seems to me. therefore. that the 
stock market is facing the task of re- 
flecting and discounting a major change 
in the character of the national eCONOMY, 
Phe impact of that change. from an over- 
all standpoint, is not necessarily bullish 
or bearish. rather it involves a re-orienta- 
tion of the prices of individual securities 
to changed conditions. 

If this is true. the exercise of stock 


market judgment at the moment depends 


onan investors abilitv’to pick and choos 
between individual issues. not upon one’s 
broad estimate of the effect of a su lus 
of money on prices. or upon ones al lity 
t 


» gave broader economic. trends. 

No doubt) the broad monetary ind 
stock supply factors will remain in the 
background. and on balance will be con- 
structive forces. 





Statistical and other factual info 
mation regarding any securities re 
ferred to in THE EXCHANGE has bee 
obtained trom sources deemed to be 
reliable but THe EXCHANGE assumes 
no responsibility for its accuracy or 
completeness. Neither such informa- 
tion nor any reference to an\ particu- 
lar securities is intended to be or 
should be considered as in any way a 
recommendation for the purchase, sal 


or retention of any such securities. 
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Republic 


1,102,406 Shares 
1mo0n stock, Par 


Symbol: RA 


Con 


Ticker 





| EPUBLIC AVIATION CORPORA- 

TION, designer and producer of 
the P-47 Thunderbolt fighter-bomber. es- 
tablished in 1944 what is believed to be 


a record in fighter plane construction by 


a single company in a single year. Its 
sales to the Army for the year totalled 
$309.593.425—S87.011.738 ereater than 
in 1943, 

Even before the United States under- 
took intensive expansion of its air forces. 
first in the defense program and later to 
carry on the war. Republic had won in- 
ternational attention for developing high 
speed. high altitude aircraft. Its first 
plane was an amphibian monoplane with 
Which a world’s speed record was set. 

\t the beginning of the European war 
in 1939, Republic was eight’ vears old 
and had been manufacturing airplanes 
on a limited scale since 1935. Many of 
its projects during that period had been 
experimental. but production of P-43s 
for the Army was getting into high gear 
in 1940 when. as a result of conferences 


with Army technicians. Republic engi- 


ew Listings on 


"HE NEW YORK STOCK 





Aviation Corporation 


Sl 


neers created the P-47. It was designed 


to give the Army Air Forces a faster. 


more powerful and more effective fighter 
plane. 

The first’ experimental model of the 
P-17 was flown in May. 1941. and pro- 
duction was under way in November of 
that vear. Republic began delivering 
Thunderbolts to the Army only a_ little 
more than three months after Pearl 


Harbor. 
Plant Growth 


To carry out the schedule resultine 
from increased Army orders. there first 
was huge expansion of the plant at Farm- 
inedale. Long Island. \. Y.. and to that 
was added a completely new plant in 
Evansville. Indiana. during 1912. The 
companys personnel. only 189 early in 
1939. inereased to 1.156 by the end of 
that vear and. from that nucelus. grew 
to a peak of 24.392 in LOH. 

Aside from development of a skilled 
engineering staff. the company introduced 
efficiency methods of production and as- 


Announcements of new listings of securities are 
confined mainly to a brief description of the issuing 
corporations’ business and facilities. Detailed infor- 
mation is contained in the Listing Applications 
which may be obtained from member firms of the 
New York Stock Exchange. 


P-47) Thunderbolt (lower left)—Amphib- 
ian “Seabee.” designed for post-war family 
plane 


sembly that enabled a drastic reduction 
in manhours of labor per plane. tn fill- 
ine the initial Army contract for P-L7- 
in 1942. a completed Thunderbolt rep- 
resented 22.927 manhours of work. That 
had been cut to 6.290 manhours by the 
end of OF, 

Late in JOFE the company began pro 
duction of its newest) model Thunder- 
bolt. the P-ITN. a lone range fighter with 


a combat radius of more than |.000 miles 


and a speed in excess of 150) miles pel 





hour, with an armament of ten 35-inch 
rockets and two 500-pound bombs in ad 
dition to its regular eieht .50 caliber ma 
chine guns. Also late in LOEL the com 
pany was assigned an Army contract for 
the American version of the German V-1 
buzz bomb. Because of orders for the 
new model Thunderbolt. Republic as of 
March Ist. 1915. had a backlog of un- 
filled = Army 


S580.000.000. 


orders of more than 








Securities Markets Act Much Alike In New York 


And London, on The Record 


CCASIONS have been frequent dur- 
( ) ing the war period when the Ameri- 


an securities market reacted in a fashion 


exasperating to investors after good news 


appeared, A case in poini was in July. 
19.43. stocks in that month breaking down 
heavily immediately subsequent to Mus- 
-olinis elimination from the — Italian 
Government: and after that episode, as 
on the heels of several United Nations’ 
military suecesses of earlier and later 
dates. it appeared from cabled news that 
the London market had acted in reverse 

constructive developments being re- 
flected constructively in prices, 

But what is the British impression of 
the London market's action under such 
circumstances? The following comment. 
Donald Tverman. forme 


deputy editor of The Economist. of Lon- 


prepared by 


don. and issued by the British Informa- 
tion Services in New York not lone ago. 
vives an answer which may be surprising 
to some. The writers observations were 
apropos the Yalta Conference and the 
markets which followed when conference 


news Was oul. 
Reverse Movement 


“There is one interesting sien olf oOp- 
timism. he notes, “On all earlier ocea- 
sions of accelerated Allied successes. the 
markets reacted oddly. Share prices fell 
instead of rising (the italics are ours). 
The explanation was always two-fold: 
first. that eventful victory had been pro- 
eressively discounted in the steady lone- 
term rise since 1940: secondly. that the 
prospect of peace earlier than anticipated 
brought into the reckoning all the. still 
unsolved problems of the transition to a 
peace economy. But so far the latest 
reactions both to the Russian successes 
and to the Allied agreement have been 
different. There have been gains in both 
vilt-edged securities and equities. 

Phe foregoing would he quite familiar 
if applied to the markets in) American 
cities. But read further: 

“It is true that the advance in values 
has been cautious. Current: share prices 
are above the levels of the prec eding week 
but below the highest points reached on 
individual davs. It is true too that the 
appreciation in. gilt-edged may be what 
the London Times calls ‘an’ assurance 
against any serious reaction in) equity 


prices. But the demand for equities is 


bigeer and growing. and the turnover of 
shares is steadily increasing. It is hard 
to avoid the conclusion that. at this stage 
of the war. a new element is entering into 
the market confidence which. over the 
long period. has been conspicuous since 
Dunkirk. 
Confidence 

“That new element in a increased cer- 
tainty about the immediate post-war 
period, Share prices have previously re- 
ceded on the news of victories because 
of great uncertainty about that period. 
Much uncertainty) remains about — the 
process of reconversion and the char- 
acter and procedure of — international 
trade, These are the causes of continued 
market caution, But the uncertainty has 
been much lessened, at home by a series 
of particular announcements about’ par- 
ticular industrial and commercial topics. 
such as the reallocation of labor. the re- 
vision of Lend-Lease and the extension 
of export credit guarantees, and abroad 
hy mounting evidences of Allied. soli- 
darity. 

“The Allied agreement at Yalta has 
of course its economic aspects. Broadly. 
there are two: relief and reparations. It 
will be the foundation of Allied policy 
in liberated countries to expedite the 
supplies and = materials without which 
destitution and discontent are inevitable. 

“It has been made apparent in Franee 
and Belgium that an absence of the 
means of transport and of the organiza- 
tion of work must bring about paralysis 
and social tension. The most important 
fact about Greece is not the grave divi- 
sion of its politics but its extreme eco- 
nomic distress. What is called for in all 
these liberated countries is not simply 
relief supplies. but the re-establishment 
of employment and distribution. — the 
placing of orders and the restoration of 
markets. 

Reparations 


“The second economic point arising 
from the conference is reparations. There 
is to be an Allied reparations commission 
in Moscow. and reparations are to 
be in kind. Thus the provision of repara- 
tions will be directly related to the physi- 
cal tasks of reparation. It will be plainly 
recognized that this “debt. like every 
other debt. can only be defrayed in goods 


or services, 


~This transfer problem will be of great 
international importance after this war 
as it was after the last war when the 
vast structure of international indebted- 
ness. including reparations, collapsed 
because of the failure to solve it. The 
coming discussion in the U. 5. Congress 
of Bretton Woods will be watched closely 
in Britain with this problem in view. It 
is reported that American bankers. and 
possibly American opinion — generally. 
may be disposed to reject the Monetary 
Fund (involving the provision of dollars 
to balance other countries’ payments) 
but to accept the Investment Bank (in- 
volving the provision of dollars to de- 


velop other countries’ resources). 
British Viewpoint 

“It is widely believed in Britain that 
this line of argument is fallacious. In 
fact the repayment of international loans 
(whatever the physical development made 
possible by them) is itself impossible 
unless countries can balance their pay- 
ments. The bank will not work unless the 
objectives of the Fund can be realized. 
The United States will not perpetually 
eo on re-lending all that is owed to it. 
Other countries must be put in a position 
to pay. which can only be in goods and 
services. This is as true of international 
loans as of reparations. 


© 7 . 
Price-Earnings Ratios 
(Continued from page #) 
sluggishly under or around that standard 

level. 

What explanation may be ascribed. for 
example. to a price-earnings ratio con- 
sistently above 10 over the 5 vears for 
Westinghouse Air Brake? 
nual earnings have been only $1.62 a 


Average an- 


share. Why a_ price-earnings ratio well 
under 10 most of the time for Colgate- 
Palmolive-Peet. with average earnings of 
$2.76 a share? Or a ratio of less than 10 
or not much more than 10, until this year. 
for Cannon Mills. whose average earnings 
have been $3.77 a share? 

The extent of earnings obviously seems 
not to be a governing fact in regard to 
the ratio’s position so far as any indi- 
vidual stock goes. The exhibit allows no 
room for the effect of a lack of “season- 
ing. for all of the stocks have long been 
in public ownership. 





eat 
Var 
the 
ed- 
sed 


lhe 


It 
ind 
lly. 
ary 
lars 
its } 
(in- 


de- 


that 

In 
ans 
ade 
ible 
yay- 
the 
zed, 
ally 
J it. 
tion 
and 
onal 


Os 


lard 


for 
con- 
for 
an- 
2 a 
well 
rate- 
s of 
n 10 
year. 


ings 


ems 
d to 
indi- 
= no 
ison- 
been 





The Work of New York Stock 
Exchange Firms In Investment 
Advisory Field 


By Albert W. Thorpe 


LTHOUGH most New York Stock 
[ Exchange member firms give advice 
and therefore may be termed investment 
advisers, this article particularly applies 
to that group of member firms which 
offer a continuous supervision of invest- 
ment portfolios and advice pertaining 
thereto for an annual fee, 

\ development of the past two dec- 
ades. this service is now offered by a 
considerable number of prominent Stock 
xchange firms. and has growa rapidly 
both in number of clients and volume of 
supervised funds. Among subscribers are 
hanks. insurance companies. corporations. 
pension funds. cemetery associations. 
charitable institutions. trustees and indi- 
viduals having a wide range of invest- 
ment problems and objectives. 

The member firms conducting this serv- 
ice identify it by a number of names. such 
as Investment Advisory. Investment Man- 
agement. Investment Supervisory and 
others. For simplicity, we shall refer to 
all such service as investment advisory. 


Complex Problems 


No better proof of the need for compre- 
hensive assistance in investments may be 
offered than the number of institutions 
that subscribe for outside investment ad- 
Visory service. or who maintain large and 
expensive staffs to do this work. This is a 
reflection of the complexity of investment 
problems and the necessity of having qual- 
ified help in their solution, 

It is pertinent at this point to consider 
the amount of work that is involved in the 
successful handling of a portfolio of se- 
curities. In brief. this task may be broken 
down as follows: 


First: A continuing appraisal cf gen- 
eral economic. social and political de- 
velopments and trends, and their prob- 


able bearing on investments: 


Second: The study of factors having a 
bearing on particular industries and 
companies. Constant activities in this 
direction are necessary to keep atten- 
tion centered upon industry groups 
possessing future prospects for erowth 


and to avoid those which are becoming 


decadent or otherwise unpromising: 


Third: The selection of securities with 
due regard for the objectives of the 
client. relative attractiveness of avail- 
able investment media, and. diversifi- 
cation, not only as a safeguard against 
error in selection, but also with care- 
ful consideration of present and prob- 
able future conditions pertaining to in- 
dustries and companies. 


Fourth: Continuing supervision of in- 
vestments. Too many investors are 
“oood buyers” but “poor sellers” be- 
cause of the failure to recognize the 
effect of changing conditions on securi- 
ties. 


Matter of Selection 


Unless an individual of means is 
trained in economic and security analysis 
and is willing to regard the management 
of his investments as a full-time occupa- 
tion. consideration of an investment ad- 
visory service is of primary importance. 
Even assuming that he has the necessary 
qualifications and time to supervise his 
own investments. it is unlikely that this can 
he done satisfactorily without a staff of 
assistants and certainly not without ex- 
pensive statistical services. In contrast to 
this time-consuming. laborious and ex- 
pensive method of operating. he can. for 
a reasonable fee. obtain specialized and 
continuous assistance through the em- 
ployment of an investment adviser. In 
that case the cost to him is low because 
the expenses are shared with other in- 
vestors. Fees for investment advisory 
service applying to taxable securities are 
deductible as an item of expense in com- 
puting income tax returns. 
Granting the need for service. the in- 
vestor is then faced with the problem of 
selecting an investment adviser. The fun- 
damental basis for the client-investment 
adviser relationship is confidence in the 
idviser's integrity. judgment and_ skill. 
Many investors prefer to engage the 
services of an investment adviser who is 
a member of the New York Stock Ex- 


change because of the high standing 
financially and in other respects of sig- 
nificance to investors which such mem- 
bership implies. 

The organization of an investment ad- 
visory department requires a consider- 
able investment in time and money. A 
satisfied clientele is absolutely essential in 
building up a profitable volume of fees. 
It is self-evident that, aside from ethical 
considerations. a member firm would be 
sadly lacking in rudimentary business 
acumen to permit anything other than 
the client's financial well-being to influ- 
ence recommendations in advisory ae 
counts. To do so would jeopardize ol 
only reputation and clientele. but also 
the firm’s entire investment in advisory 
activities. 


1 Professional Setting 


Although sound judgment may be said 
to be primarily an innate quality, there 
is. nevertheless. no question that) jude- 
ment pertaining to a particular ~ubject in 
sharpened through practical application 
and a favorable environment, The invest- 
inent advisory personnel of member firms 
have no preeminent. claims to sound 
judgment with respect to securities. but 
granted this quality. they are in  sur- 
roundings most conducive to its full de- 
velopment. Their environment is also 
one that lends itself to a practicability of 
approach to the client's particular prob- 
lems and needs. 

There are many advantages in’ sub- 
scribing to the investment advisory serv- 
ice of a member firm. The fact that the 
firm has an investment in a New York 
Stock Exchange seat. and is also required 
to maintain in its business certain mini- 
mum capital requirements, fuarantees a 
substantial degree of financial responsi- 
bilitv. It also affords a good deal of 


assurance of a continued relationship. 


Time-Saving 


Numerous investors are busy with other 
affairs and find it convenient to execute 
their orders through the member firm 
from whom the advice is received. 

Where a client desires his adviser to act 
also as custodian of securities. there is 
protection in dealing with a New York 
Stock Exchange Member. [t is customary 
for members of the Exchange to earry 
bonding and insurance policies as a safe- 
euard to themselves and their clients. 
They are subject to unannounced, sur- 
prise audits of their affairs and periodic 
questionnaires, copies of which must be 
filed with either. or both. the Securities 


9 








md bExehange Commission and the New 
York Stock Exchange. They are also re 
quired to give the clients on request a 
opyv oof them latest) financial statement. 
prepared by independent and accredited 
tuditors, 

Other activities of the member firm 
serve to stimulate the thinking of the pet 
sonnel of its investment advisory depart 

rent. Helpful ideas are frequently origi. 
nated by various departments. such as 
Government Bond, Municipal. Bank and 
Instirance Steck. ete. managed by capa- 
ble men of long experience in their re- 


—peelive fields. Then. too, there is a 


road interchange of research material 
~pecial studies and analyses among vari 
ous member firms. oftentimes calline 
attention to securities that merit’ study by 


the advisory department. 


Value of Contacts 


Contacts of Stock Exchange firms are 
exceedingly valuable as a source of help 
ful information and opinions. In the case 
of corporation officials. if an established 
contact is not available. it’ is probable 
that there is a holding of the stock regis- 
tered in the name of the firm. creatine an 
entree as a stockholder of record. Also. 
most Stock Exchange firms have mumer- 
ous contacts amone their own fraternity 
in various parts of the country. which 


naturally is in close touch with the cor 


poration ofheials and enterprises | in 
local communities and surrounding ter- 
ritory, Such a source of pertinent: infor- 
mation and opinions on management is 
valuable in investment decisions. 

In other words. the activities and con 
nections of a Stock Exchanee firm are 
frequently productive of suggestions fon 
research that are beneficial to the advisory 
department and its clients. 

lo repeat. the investor seeking an ad 
viser should place his affairs in the hands 
of one in whose inteeritv. judgement and 
~kill he has the ereatest confidence. In 
this connection. dealing with a New York 
Stock Exchange member firm may be re 
arded ino much the same light as pur- 
chasing a listed securitv. There are many 
unlisted securities of merit. some of 
which have more merit. in- fact. than 
others that are listed. So. too. there are 
investment advisory and investment coun- 
-el firms of hieh standing outside Ex- 
change membership. All qualifications of 
my adviser should be weighed in makine 
including the high standards set 
up by the New York Stock Exchange for 


its membership. desiened for the protec 


' chore e. 


tion of the investor. 


Republic Aircraft Corporation — New Listing 


Continued from page 7) 


Net earnings in 19/4. after Federal in- 
come and excess profits taxes (net of 
post-war refund). but before renegotia- 
tion, were S5.141.490. compared with 
S1.809.954 in 1943. 

Working capital grew from S8886.752 
at the end of 1939 to S7.875.307 at the 
end of 1OtL During that period Repub- 
lic retired all bank loans and all preferred 


stock out of earnings. 


WORKING CAPITAL 
Dec. 31st 


1939 S 686.752 
1940 590.341 
1941 252.108 
19.42 3.936.128 
1945 5.150.534 
1944 7.875.307 


Out of 1944 earnings, $2.612.186 was 
added to earned surplus. After payment 
of two 25 cents-per-share dividends. 
earned surplus at the end of 1944 
amounted to S6.151.062. The balance 
sheet at the end of 1944 carried a reserve 
for post-war readjustments and contin- 


=) 


eencies amounting to $3.942.279. and 


also showed an asset item for post-war 
refund of excess profits tax amounting 
to $3.327.279. 

The company. although both of | its 
plants are fully engaged in war produe- 
tion. expects to figure prominently in air- 
craft) production after the war. One 
project. namely. production of a light 
personal amphibian plane. the “Seabee.” 
already has been announced, 

Alfred Marchev. president of Republic, 
in his 1944 report to stockholders, said: 
“Republic's future horizons look bright. 
in the opinion of your management. In 
each of the three principal fields of avia- 
tion development—military. commercial 
and private-—Republic’s — engineering 
promises to make your company an im- 
portant peace-time factor.” 

lt 


planes under production and on draw- 


s pointed out that new military 


ing boards are designed for future as 
well as present Army requirements. and 
that the company is prepared to offer. 
for post-war delivery. “multi-engine car- 
riers incorporating the experience of 
years of leadership in high-altitude and 
high-speed design and construction. 





Cash Dividends 
Gain 6 Per Cent 


Continued fron pase »/ 


concerns. Nineteen of the 2] dividend- 
pavers held to the same distribution this 
vear as last vear in the first quarter. 

During the earlier stages of the wat 
period. chemical companies were slug- 
vish in respect to enlarged aggregate 
dividends. A ground swell began rising 
in the first quarter of OEE when dis- 
bursements for 54 dividend-paving con- 
cerns increased eight per cent over 1915: 
the trend was continued this vear with a 
further rise of 3.8 per cent. Thirty-five 
railroad companies made distributions to 
stockholders this vear. against 31 last 
vear. carrying aggregate payments six 
per cent higher. Six rails increased thei 
payments this vear. in spite of a marked 
decline of net operating profits during 
lOtL. while only half that number were 
able to vote a higher return in LOL over 
1943 for the quarter. 

Railroad dividends have for more than 
two vears afforded ground for much 
Although 


per-share earnings have been notably 


study by investment analysts. 


laree with numerous Class I carriers. 


dividends have been held to small figures 
while debt was being liquidated and 
working capital strengthened. Northern 
Pacific has been referred to by invest- 
ment research men as a sample of con- 
servative dividend pavers. Total net earn- 
ings forthe four years ended with 1014 
amounted to approximately 525 pet 
share. cash in bank was around $52.000.- 
O00 late last vear. equal to upwards of 
S20 per share of stock. the road has a 
close to 50 per cent interest. in the Chi- 
cago. Burlington & Quincey. a road with 
normally substantial earning power: vet 
this vear’s Northern Pacifte dividend out- 


lay has been no more than SI a share. 
Vanagement Policy 


\ number of other carriers have 
earned considerably more than Northern 
Pacific since 1941. and their course has 
also been marked by moderate dividends. 
The management philosophy surrounding 
dividends has for a long time been the 
opposite to that of the 1920's when. in 
certain instances. dividends of $5 to S7 a 
share were paid and working capital felt 
the result when the difficult 1930°s came 
alone. 

The rubber group enlarged their ag- 


eregate dividends by 9.7 per cent. 
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Net Income of 712 Listed Companies in 19-41 
Held Close to 1943 Results 


VORE complete roster of reports on 
‘ earnings of corporations listed on 
the New York Stock Exchange than ap- 
peared in THe Excuance for March re- 
vals a marked alteration of composite 
-ults for the year, 
Whereas the 40] companies reported 
jon last month by industrial groups 
howed a decline of 6 per cent from 1943, 
ihe 712 included in the table on this page 
educed the year’s recession to less than 
per cent. The addition of 311 corpora- 
lions increased the aggregate earnings: 
shibit by more than $1.500.000,000. 
Fourteen of the 22 listed aviation com- 
panies attained an increase of 12.3 per 
cent for 1944. all of them reporting net 
profits and 13 doing better than the vear 
before. reflecting both a continuation of 
heavy Government orders and a smoother 
flow of operations than in years when 
war plane designs were subject to many 
refinements. However. the addition of 10 
concerns to the + whose reports were pub- 
lished in March acted to bring down the 
percentage of earnings improvement. 
The 4 last month showed a gain of 20.4 
per cent for the vear. 


Rails’ Position 


With 19 more railroads contained in 
the table than in the preceding issue. the 
recession from 1943 for this category was 
less pronounced: for 68 corporations the 
decline was 20.4 per cent. while the 49 
whose reports were out in March retreated 
to the extent of 22 per cent. 

The $566.861.000 of railroad net com- 
pared favorably with that of any peace- 
time year. despite the effect of higher 
costs on the operating showing and the 
lack of the freight rate increase which 
had been hoped to remain in effect when 
the vear opened. The 20.4 per cent de- 
cline presumably kept some of the car- 
riers from proceeding as rapidly as they 
thought possible in mid-1943° with debt 
retirement. but the earnings of numerous 
properties were sufficiently impressive as 
applied to rail credit standing to facilitate 
much refunding of bond issues. a process 
sull gaining momentum. into bonds car- 
rving a lower rate of interest. 

\ note for statisticians who refer to the 
table: the earnings comparisons of all 
eroups makes allowance for renegotiation 
of 1943 contracts and. where designated 
in corporate statements. of reserves set up 


for renegotiation of 1O-AE contracts. Some 


extensive changes of original LORS esti 
mates of net earnings occurred in certain 
instances. For example, readjustment of 
1943 earnings in the light of negotiations 
over airplane production brought net of 
the Glenn L. Martin Company down from 
nearly $12.000.000 to less than $3.000.000, 

Only 4 of the listed petroleum com- 
panies remain outside the tabulation. eiv- 
ing practically a complete coverage and 
emphasizing the 24.1 per cent increase of 
earnings last year. Of the 34 companie= 
included. 28 disclosed an improvement in 
profits over 1913. Possibly a more im- 
pressive showing is to be found in the 
public utility display. inasmuch as these 
companies are less closely engaged in the 
war effort than is the petroleum industry: 
besides. rates for services here and there 
have steadily been lowered in’ recent 


vears. The significance of this exhibit is 


Found less in the small decline from: LOE 
than in the resounding agereeate of more 
than S440.000.000 net earnings. 

Rubber companies held up sturdily a- 
thev have throughout the war. the increas: 
of 7.1 per cent. with © of the 7 listed cor 
porations making gains over 1943. high 
lighted an industry which wrestled with 
many handicaps in respect to raw mate 


rials and labor difficulties last year. 


Electrical Group Gains 

The electrical equipment group. with 
16 out of 18 listed units reported upon 
and & of them recording gains over 1945. 
scored a composite gain of 14.3 per cent. 
This group lagged earlier in’ the wat 
vears but began to hit its stride in 1945. 
The chemical category of companies 
moved along on an even keel in LOU. 


with a rise of 3. per cent in net. 





1944 NET INCOME OF 712 COMPANIES HAVING COMMON 
STOCK LISTED ON THE NEW YORK STOCK EXCHANGE 


— By Industrial Groups — 


Number Number 
Industry cog ny aut teas 

Amusement. . . . . $ 8 
Automotive 2. 0.0. 0. OSI a1 
aviation 5 ss sm ss 14 
Building Sc tee) py! Ne 18 
Business & Office Equip. 8 8 
Chemical. . . . . . 56 56 
Electrical Equip... . 16 16 
Farm Machinery . 2. 2) 6 6 
Pivancial. .. «i & 2 25 25 
SO a a re 12 
Garment) Manufacturers 5 5 
Leather ee ee ee 12 
Machinery & Metals. . 78 78 
Mining ae ee ee 0 
Paper & Publishing . . 24 24 
Petroleum... . . O34 1 
Railroad . . ... . @& 67 
Retail Merchandising 2 17 7 
ee 7 
Shipbuilding & Oper. . 4 | 
Shipping Services... | i 
Steel. Tron & Coke 2. .) 37 os) 
Textile >. Sr ue we es = Le 24 
POMRONG a a a = Sr I 12 
Ueaiities «cs «ws a ws 1] 
U.S. Cos. Oper. Abroad 13 12 
Foreign Companies. . 9 9 
Other Companies . 2. 12 12 

All companie- . eth 70] 


No. Showing 
Improvement (Combined Incomes 


Estimated Group 
Net Income Per Cent 
Change in 


(1944 vs Minus Combined Group Net Income 
1943) Losses) 1944 vs. 1943 

5 S 59.898.000 1.1 
»Y 299 420.000 9.3 
13 T5.247.000 PR: 
11 $3.002.000 3.8 
; 260.280.0000 5.9 
23 317.267.0000 aod 
8 103.953.0000 14.3 
0 18.925.000 1.7 
15 59.00 4.000 0.7 
16 215.349.000 MS 
l 1.255.000 te 
I 16.246.000 10.2 
8 147.61 4.000 2.0) 
1] 103.13 4.000 19.0 
15 13.370.000 LZ 
28 153.252.000 24.1 
26 566.86 1.000 20.4 
7 180.125.000 1.9 
6 63.017.000 7.1 
? 9.551.000 Ey | 
} 2.849.000 16.6 
7 180.879.0000 5.0 
10 13.537.000 22 
2 65.206.000 6.9 
21 141.269.000 3.4 
6 19.538.000 14.8 
2 85.724.000 16.2 
7 11.41 b.000 a0 

10 3.706. 786.000 0.96, 














Depariment Store 
Situation Offers 
Research Field 


pirineie om oT 
Ce 1 from |] 


hbuvers in the stores. 


affect the 


into department 


manded by many 


These are logistics which 


task of the 


store prospec Is: 


researchet 
just as thought is called 
for on the proposition of whether or not 
a decline in’ profit) margins to accom- 
parry the return of a normal merchandis- 
ing situation would be offset. in’ whole 
or in part. by lower taxes. 


Faking the 


reckoning. and 


foregoing elements into 


ones including certain 
assumptions hinged upon them, it is pos- 
sible to apply a kind of hy pothesis to 
actual corporate cases. This) is made 


visual and to cover a fairly broad cor- 
porate field in the table above. The caleu- 
that. (1) 


roughly LO) pet 


lations assume sales in the 


early post-war may be 
cent below the LOLE range. (2) taxes will 
absorb not more than 40 per cent ol 
earnings. (3) there will be no need for 
reserves of recent 
(4) either the LOFT or 1942 profit 


margins (percentage of sales carried to 


the large contingenes 
vears. 
taxes) can be 


net earnines — before 


duplicated, 


Change of Profit Margins 

Keeping in the foreground that even 
a ol per cent change in’ profit) margins 
can have a significant per-share result. 
and that the individual company showing 
would differ from a national average. it 
must be emphasized that these after-wat 
calculations are possibilities rather than 
looked-for probabilities. \eain. the pro- 
jected earnings. so based, are presented 
as material for study, by no means as 
commendations of the securities of the 
corporations employed to illustrate the 
theme. 

The fact that peace 
flow of 


department stores may face a period of 


will mean a freer 
merchandise suggests that the 
heavy inventory losses. On closer examina- 
tion. however, there is reason to hold 
that the inventory problem may easily 
he over-emphasized in) popular estima- 
tion. As a case in point, it does not seem 
logical to expect a buyers strike during 
the months which will be required to pro- 
duce and stock normal merchandise. i.e.. 
the demand for currently available goods 
should not cease over-night. Then. too. 
with department store buyers having been 
aware of the growing nearness of peace 


for more than a year, it is quite reason- 


Exhibit of Qualified Corporate Projections 


Post-War Potential 





Assuming That Est. 
1) (2) 194-4* 
Allied Stores $3.88 $5.25 $3.55 
Assoc. Dry Goods 1.47 5.98 3.05 
Fed, Dept. Storesty) 1.20 5.79 3.50a 
Gimbel Bros. 5.56 6.53 3.25 
Interest. Dept. Stores 1.80 7.05 3.35 
R. H. Macey 1.80 3.19 2.4198 
Marshall Field bd] 1.68 1.60b 
May Dept. Stores (27) 6.95 O35 1.50 
Nat. Dept. Stores 1.39 6.01 1.00% 
t t \ %; Ww 
A\ctu ve 

serve Sy () 


Earnings Per Share xx Contg. Reserve 


1943 1942 1941 Per Sh. Con mon 
1943 194 
$3.17 $2.50 $2.27 Nil Nil 
2.18 Pye. 235i $0.33 $0.50 
>.96a d15a 2.79 Nil Nil 
2:10 2.26 2.13 1.02 Nil 
hee 3.27 ee Nil Nil 
2.14a 1.8ta 1.68 0.37 Nil 
1.19b 1.68b 1.95b 0.9] 0.39 
1.03 3.82 3.76 1.21 0.31 
03 3.30 2.70 0.83 Nil 
¥ n t s se specifi \ 
\ ximatelv the s t 
4) S Pp Be t st 





able to believe that stocks of ersatz eoods 
are not as large as is widely rumored. 
Further. the fact remains that current in- 
below the 
peak. particularly in relation to the going 
level of sales. 


ventories are well war-time 


True. outstanding orders for new 
merchandise are at record levels. and a 
sudden peace might find department store 
shelves being stocked with items which 
would meet an indifferent public recep- 
tion in normal times, But. looking furthet 
ahead. the impact of victory in the Pa- 
cific) might well be cushioned by the 
emotional relief with which peace will be 
ereeted, plus the availability of consume 
voods. Of 


period of readjustment arrives there may 


durable course. when the 
be a lag before the inflated elements in 
the cost structure can be deflated in line 
with lower 


sales. Nevertheless. anv re- 


sultant’ earnings squeeze ought to be 
eased by the fact that taxes now absorb 


roughly 75 per cent of earnings. 


An Uncertain Element 


If a poll could be taken, the scarcity 
of goods would be cited by most observers 
as the chief uncertainty of the 1915 de- 
partment store outlook. The Federal Re- 
serve Board index of inventories has 
declined in the face of an increase of 
sales. The fact however. that 
fears that the 


industry was “selling itself out of busi- 


remains, 
notwithstanding popular 


ness.” sales last vear were up Il per cent 
and a highly favorable showing was made 
1945. Thus. the 
more realistic view is that the inventory 


in the first quarter of 


situation is a sales deterrent rather than 
a sales depressant. 

It is not possible to make a definite 
prediction as to possible 1945 sales vol- 
ume, for an ending of the war could bring 
into play such contradictory elements a- 
a decline in consumer purchasing powet 
and an easing of the merchandise situa- 
tion. With the force of 


fluences dependent. in turn, on the un- 


, 3 
these sales in- 


known quantity of timing, perhaps the 
more reasonable expectation would be 
that this vear’s sales volume may be 5 
per cent ahead. or 10 per cent under, last 
years. 

Complicating the 1945 outlook is the 
fact that the authorities over war-time 
markets are seeking to increase the supply 
of low-priced clothing and textiles. a 
program which could limit the supply of 
high-profit margin merchandise. 


An Observaiion on 
Railroad Bonds 


The adage that success breeds confi- 
dence is not only old) but’ self-evident 
as well. vet a demonstration of the truism 
in practical form still attracts attention, 
\ few 


and trusts frowned upon railroad bonds: 


years ago, insurance companies 


in fact. they were selling them out of 
portfolios, Today ? Well. here is an item 
from the 1044 report of the Massachu- 
setts Mutual Life Insurance Company: 

~The continuation of excellent earnings 
has made possible further reductions in 
the indebtedness and fixed charges of the 
railroads. In addition. the net working 
capital position of the roads has con- 
tinued to improve so. that greater pro- 
tection is afforded the investor. Several 
roads have eliminated all bond maturity 
problems for many vears to come, and 
refunding operations at lower rates of 
interest have greatly strengthened capital 
structures, 

“We have continued a selective policy 
with respect to our railroad portfolio 
and have increased our commitments it 


some of the major systems. We have also 
sold other securities which had attained 
high price levels and which as a_ result 
became less attractive for retention. 
“Realization of the 


primary impor- 


tance of the railroads in our national 
economy has been brought forcibly to 


the attention of the public by the war.” 
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Probably many people are. like me. try- 


NEW YORK 
ing to keep precedents from influencing 
their plans unduly as the United Nations’ 
forces sweep into Germany. | am thinking 
about investments. The news as of this 
writing (April 3) indicates that World War 
If in Europe is not going to end at all like 
the collapse of the enemy in 1918. Securi- 
ties prices declined abruptly when the 
German leaders asked for an armistice in 
November. 1918. The war was over as soon 
as the armistice began. But this time it 
looks as though hostilities will gradually 
slacken off; the drama of a sudden finish 
may be entirely lacking: and while the 
enemy forces are being ground up_piece- 
partially 
for reconversion of American industry will 


meal, the already formed plans 
he pressed. It seems not impossible that we 
may slip into practical peace on the Con- 
tinent without any fresh uncertainties in 
the market. and with 
largely equipped with ideas about the early 


investors already 
phenomena of reconversion. The prospect 
makes it difficult to decide whether to in- 
vest now or continue to wait for a price 
reaction whieh many persons (thinking of 


precedents ) expect to see, 


LG@UISVILEE, KY. 


Railroad bulletins from the South may 
not reach your editor’s desk ... Some items 
1 noticed in an Hlinois Central publication 
might prove of interest. reflecting changes 
of traffie in war time. Direct freight service 
of war needs in 1944 to 142 defense plants 
and military establishments on or adjacent 
to the read’s lines set a new high record. 
The over-all freight hauling was. neverthe- 
less, smaller than in 1943 and for shorter 
freight 
The reason for these contrasts was that 


distances. vet revenue increased. 


commodities carrying top rates—fruit, veg- 


etables. chemicals. ete. moved in- en- 


larged quantities. Banana carloadings. for 


example. increased nearly 143 per cent over 
1943. reflecting a decline of the submarine 
menace and the return of Gulf ship traffic 
to a higher level. The petroleum movement 
decreased 13 per cent from 1943, reflecting 
new pipe line transportation in part. Fewer 
passengers traveled over the lines than in 
a year like 1920. but they traveled) more 
than feur times as far on the average. 
These samples suggest that some surprising 
shifts of freight and travel may occur after 
the war ends. 


WASHINGTON, D.C. 


The sudden drying-up of business in’ se- 
curities is. as an experienced friend told 
me. a period of rest-—-an interval while the 
European war draws near its final curtain 

a time when investors. or others who ex- 
pect to be investors. think things over and 
try to make their post-war plans. To me. 
however. it is alarming. what people call a 
“lull before the storm.” causing nervous: 
ness about securities now owned. arousing 
confusion of thought about what to do with 
money ready to invest. 

Mrs. J. I. H. 
Eprror’s Nore: Dullness also marks a_ period. 
March and 
early April presented, for thought and research, 
the making of plans. Which Mrs. 


J. [. Hes experienced counsellor put inte dil 


such as the quiet markets of late 
reasoned 


ferent) words. 


DAYTON. O. 


In a past issue of the magazine. a ques- 
tion was raised editorially whether business 
actually would prove to be so lively in the 
immediate post-war as many persons. ex- 
pect. You did not write either pro or con, 
only raising the point for examination. | 
agree that the prospect should be canvassed 
from both sides. What about costs of manu- 
facturing and distributing peace goods. 
after the exuberance of war-time spending? 
If costs should be 


selling prices lay a damper on consumption ? 


high. would resultant 


Letters to the editor, in whole or in part, are presented here as a contribution to current 
discussion of investment, economic and general financial subjects of public interest. 


Enthusiasts over after-war expectations ean 
put some time and thought on those two 
question. to say nothing about others. 

F. D; S. 


ST. LOuvUrs., me. 


Admitted. that it is unusual for vields 


on common and preferred stocks to be 
practically the same at any date. as youn 
February article noted. still their relative 
positions can be accounted for in the main 
by a condition equally unusual. Evidently 
the writer didn’t think of it. for it was not 
mentioned, That condition is centered in 
a “tight™ investment situation. with first- 
erade —and many lesser—-bonds returning 
the holder so litthe that many persons have 
been buying preferred stocks and some of 
the junior equities in) order to improve 
income, The result: many preferred stocks 
and some of the common stocks had been 
carried upward, their yields at going divi- 
dends have fallen below normal. So long 
as this supply and demand condition pre- 
vails. it would be arrant guess work to try 
to determine for one’s) own satisfaction 
whether stock prices are too low or. tee 
industrial and mili- 


tary factors affecting them. 


high. irrespective of 


PATCHOGUE, N.Y 

1 read in a current brokerage house letter 
that some of the “expert chartists”  esti- 
mate that the price reaction that got unde1 
way in March ought not to carry the Dow. 
Jones 149-151. 


a further dip from 


industrial average below 
This would mean that 
the 154 average of Mareh 29 (round. fig 
ures}. amounting to 3 te 5 points. would 
still leave the underlying price trend strong. 
the tenor of the letters comment being 
bullish. But a recession to 149 would repre- 
sent a fall of 12 points from the high of the 
averages a few weeks ago. Twelve points 
would constitute a pretty extensive reaction. 


oe oe 





om © © MEiLY STATIS TICS 


New York Stock Exchange 





1945 1944 





MARCH FEBRU ARY JANUARY | MARCH 


MONTH END DATA 
Shares Listed ; : cms - . CMil.) 1,504 498 F 1,492 


Share Issues Listed — - » e €Nod 1255 . , 243 











Par Value of Bonds Listed : . (Mil. S) 112,001 995 111,885 | 95,409 
Bond Issues Listed . . . ~ = « eee 1,050 05 1,056 1,087 
Total Stock and/or Bond Issuers ; (No.) 1,180 ; 1,178 | 1,194 
Market Value of Listed Shares ; (Mil. 59,680 56,586 49,422 
Market Value of Listed Bonds mts (Mil. 83 114,882 114,026 | 5,713 
Market Value of All Listed Securities ~ (Mii. , 562 170,606 | 145,135 
Flat Average Price—All Share Issues (S) . A . 16.40 
Shares: Market Value — Shares Listed. (S) 38.15 19.8 57.8 33.12 
Bonds: Market Value + Par Value. - S) 2.53 2.58 Pt | 100,32 
Stock Price Index (12/31/24 = 100) . » (%) 7 8 3.8 65.3 
Member Borrowings on U. S. Gov't Issues . (Mil. $) 23 bts _ 
Member Borrowings on Other Collateral (Mil. s) 5 5 48 

Per cent of Market Value of Listed Shares? (©7) : 0.96 d | 0.99 
Member Borrowings—Total . . (Mil. 8) 52 891 >a 747 
N. Y. S. E. Members’ Branch Offices ; (No.) 3 S00 783 
Total Non-Member Correspondent Offices (No.) 2,3 2." 2,3 2501 

DATA FOR FULL MONTH | 

Reported Share Volume . . (Thou.) 27,492 32,613 38,995 | 27.643 

Daily Average (Incl. Saturdays) ae (Thou. 1,057 1,482 1,500 | 1,024 

Daily Average (Excl. Saturdays) . (Thou.) 1,185 1,653 1,632 1,107 

Ratio to Listed Shares ; (%) 1.83 2.18 2.61 1.85 
Total Share Volume (Incl. Odd Lots)* (Thou.) 38,488 11,887 50,815 | 34,868 
Money Value of Total Share Sales* : (Thou. $) 060,019 | 1,049,411R | 1,247,984R | 831,489 
Reported Bond Volume (Par Value) (Thou. $) 206,776 191,747 341,960 260,533 

Daily Average (Incl. Saturdays) (Thou. s) 7,953 8,706 | 13,152 9,649 

Daily Average (Excl. Saturdays) (Thou. §) 8,88 9,708 14,293 10,404 

Ratio to Par Value of Listed Bonds . « €%) .185 171 -307 271 
Total Bond Volume (Par Value)* . (Thou. §) 51,92 201,689 384,803 286,625 
Money Value of Total Bond Sales (Thou. $) . 143,104 223,579 | 169,339 
N. Y. 8. E. Memberships Transferred. (No.) iX 20 : 6 

Average Price , (Ss) 57,000 61,000 gE | 50,250 


April il} March 15 Feb. 15 March 31 


Shares in Short Interest —s (Thou.) 1.361 1,520 1,583 1,028 











* Items are as of ledgers which normally reflect transactions up to the close of the secord full preceding business day. 


+ Ratios of member borrowings on other collateral to market value of listed snares. This ratio figure is not compar- 


able to the ratios published prior to May, 1943. To obtain ratios comparable to those previously published, the total 
member borrowings should be divided by the market value of all listed shares. 
p—preliminary. X—1 private. (—1 nominal. ${—1 nominal, 2 private. R—Revised 








